Hog Margin Watch: October @ C]_H

Margins continued to improve over the second half of October on firmer hog prices while feed costs held relatively steady. Strength in the
pork cutout led by the ham primal has provided support for hog prices which is fueling the recovery. Export demand led by Mexico has also
helped to underpin the hog market, as Mexico is a big buyer of hams. In the past six weeks, net pork sales to Mexico have averaged over
16,000 MT per week and outstanding sales to Mexico are up 3.4% from last year. A strengthening dollar following aggressive monetary
tightening by the U.S. Federal Reserve has been a head wind for exports although the Mexican Peso has held its ground and not impacted
Mexican purchasing power. Exports to other destinations such as Japan have also been impressive though, despite the Japanese Yen
having weakened considerably relative to the USD. Hams have also been supported by strong domestic demand. With both Thanksgiving
and Christmas around the corner, high turkey prices are allowing ham to be more competitive for holiday dinners. 5.4 million turkeys were
lost this past spring due to the HPAI outbreak in commercial breeding operations, and another 2.2 million birds have been culled since late
August. USDA's latest Cold Storage report showed end of September inventories of frozen hams at 159.3 million pounds, down 2.7% from
August and 18% below last year. A September drawdown in ham inventories is extremely rare, only previously occurring once over the
past 10 years in 2019 when strong buying by China caused the pork cutout to continue advancing into mid-November. Our clients have
benefited from recent adjustments to add upside price flexibility to existing hog hedges.
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The Hog Margin calculation assumes that 73 Ibs of soybean meal and 4.87 bushels of corn are required to produce 100 lean hog Ibs.
Additional assumed costs include $40 per cwt for other feed and non-feed expenses.

The information contained in this publication is taken from sources believed to be reliable, but is not guaranteed by Commodity & Ingredient Hedging,
LLC, nor any affiliates, as to accuracy or completeness, and is intended for purposes of information and education only. Nothing therein should be
considered as a solicitation to trade commodities or a trade recommendation by Commodity & Ingredient Hedging, LLC. All references to market
conditions are current as of the date of the presentation. Futures and options trading involves the risk of loss. Past performance is not indicative of future
results. Please visit www.cihmarginwatch.com to subscribe to the CIH Margin Watch report.
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